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THE  CARNEGIE  FOUNDATION 
FOR  THE  ADVANCEMENT  OF  TEACHING 


A  STATEMENT  TO  THE  TEACHERS  IN  THE  ASSOCIATED 

COLLEGES  AND  UNIVERSITIES 
During  the  twelve  years  of  its  eastence.  the  officers  and  trustees  of 
the  Carnegie  Foundation  have  been  engaged  in  a  study  of  the  whole 
problem  of  the  protection  of  teachers  against  the  hazards  mode^to 
the  Ufe  of  the  professional  man  living  upon  modest  fixed  salary.  This 
study  resolved  itself  into  three  practical  questions: 

First,  Is  the  fiee  pension  system  as  originally  adopted  by  the  Foun- 
dation in  the  interest  of  the  teacher  and  cm  it  be  made  pqmment? 

Second,  If  the  free  pension  is  not  a  permanent  solution,  what  aie  the 
terms  upon  which  an  adequate  and  enduring  system  of  protection  for 
college  teadiers  should  be  based? 

Third,  In  any  substitution  of  »  new  plan  for  the  old,  what  is  a  reason- 
able  and  fair  fulfilment  of  the  expectations  of  the  teachers  m  the  MW- 

ciated  institutions?  ' 

The  first  two  of  these  questions  were,  by  a  vote  of  the  trustees  ot 
the  Carnegie  Foundation  in  November,  1916,  referred  for  report  to  a 
commission  upon  which  were  trustees  of  the  Foundation,  college  presi- 
dents, university  teachers,  and  others  dhectly  mtcrested  m  the  solution 
of  these  questions.  An  expert  actuary  was  at  the  service  of  the  oom- 
missioaand  the  pension  experience  of  the  world  was  available  for  its  use. 
This  commission  reached  d^te  oondusions,  which  are  printed  in  full 
in  the  Twelfth  Annual  Report  In  the  place  of  the  firee  V«p^ 
commission  recommended  certam  fundamental  principles  which  should 
underlie  any  pension  system.  It  pointed  out  that  insurance  durmg  the 
productive  period  of  fife  must  supplement  an  annuity  in  old  age ;  that  the 
former  was  purely  the  concern  of  the  mdividual,  while  the  latter  was  a 
joint  obligation  of  the  teacher  and  his  employer,  the  college, 
rest  upon  their  joint  contributions.  As  a  conclusion  of  its  labors  the 
commission  presented  a  practical  plan  adapted  to  the  needs  of  teachers, 
m  which  the  individual  may  obtain  both  his  msurance  and  his  annmty 
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under  definite,  contractual  terms,  at  minimum  cost  and  subject  to  the 
scrutiny  of  the  state  departments  of  insurance. 

The  method  of  the  fulfihraent  of  the  expectations  <rf  the  teachers  in 
the  associated  colleges  and  universities  was  not  referred  to  this  commis- 
sion. The  determination  of  that  question  is  a  responsibility  which  rests 
upon  the  trustees  of  the  Foundation.  The  commission  very  properly, 
however,  UkAl  occasion  to  express  its  opinion  to  the  tarustees  in  the  fol- 
lowing resoluticms: 

Voied:  Referring  to  the  resolution  of  the  Board  of  Trustees  of  the  Carnegie  Founda- 
tion, adopted  in  Novmber,  1915,  that  "whatever  plan  is  finally  adopted  will  be  f 
devised  with  scrupulous  r^ard  to  the  privileges  and  expectations  which  have  hem 
created  under  exbting  mles,^  this  Commiarira  expreflses  the  opinion  that  the  extai- 
flion  to  aU  teachers  at  prawt  in  Ihe  asK^^ 

timiuig  in  Ihe  peeent  systaos  would  coiqpletdy  meet  att  their  wssoaaMe  eaqpeeta- 
tions.  TheCommiflsifm  amimeB  tibat  the  Tn^^ 

in  due  time  announce  a  date  aftar  which  the  privileges  and  expectations  of  ^ 

present  system  will  not  be  available  to  those  newly  eatering  upon  the  profeMimi  cS 

teaching. 

Voied :  That  the  Trustees  of  the  Carnegie  Foundation  be  requested  to  give  all  possible 
OKNoaderotion  to  the  needs  of  the  older  teachers  in  institotiona  whi^  are  not  yet, 
bat  may  later  be^  assodated  with  the  Foundatim. 

Voted :  The  Commission  does  not  know  the  extent  to  which  assistance  can  be  obtained 
outside  the  present  funds  of  the  Foundation,  but  it  is  acting  on  the  expectation 
of  substantial  assistance  in  carrying  a  large  but  limited  load,  and  with  the  further 
understanding  that  adequate  assistance  cannot  be  obtained  to  carry  the  ever  increas- 
ing pension  burden  without  calling  upon  institutions  and  individual  teachers  to  bear 
a  share. 

The  report  of  this  commission  was  considered  by  the  trustees  of  the 
Csmeffe  Foundation  at  a  special  meeting  held  in  May,  1917.  At  that 
meeting  the  trustees  took  up  and  accepted  the  statement  of  funda- 
mental principles  of  a  pension  system  as  framed  by  this  oommisancm. 
The  trustees  also  accepted  the  form  of  machinery  recommended  by  the 
commission  to  carry  out  these  principles  as  it  is  embodied  in  the  pro- 
posed Teachers  Insurance  and  Annuity  Association,  and  voted  to  ask 
of  the  trustees  of  the  Carnegie  Cwpcmtticm  cme  milUon  ddJus  to  estab- 
lish this  agency. 
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To  fulfil  the  expectations  of  teachers  in  the  associated  institutions  in 

the  manner  suggested  by  the  commission  was  beyond  the  powier  of  the 
trustees  because  the  funds  at  their  disposal  were  inadequate. 

Xhere  were  m  active  service  in  these  institutions  on  November  17, 
1915,1  some  6600  teachers,  including  professors,  associate  and  assistant 
professors,  and  instructors.  These  teachers  were  distributed  in  age  as 
follows;  „  - 


Smitrof 

Tearhers 

20-24 

34 

25-29 

559 

80-84 

1149 

85-89 

U8S 

40-44 

1124 

45-49 

926 

60-54 

55-59 

440 

60-64 

247 

65-86 

238 

6626 

This  number  must  of  course  decrease  year  by  year  since  teachers  en- 
tering these  institutions,  after  the  date  named,  come  under  the  new  plan. 
The  conditions  under  wbdeh  expectations  have  been  created  are  the 

following:  ,  •  j 

Sevoity-fbur  eoU^es  and  universities  have  been  admitted  to  the 
pension  benefits  of  the  Foundation.  The  teachers  of  these  institutions 
have  the  privilege  of  retiring  under  the  following  rules: 

1.  An  old  age  retiring  allowance  is  granted  at  the  minimum  age  of 
sixty-five,  after  fifteen  years  of  professorial  service. 

2.  A  disability  allowance  is  granted  after  twenty-five  years  of  service 
in  case  of  complete  disability. 

8.  Widows  of  teachers  qualified  under  provision  1  or  2,  or  widows  of 
teachers  who  die  before  letixement  after  twenty-five  years  of  service, 
receive  one-half  of  the  pensions  accredited  to  their  husbands. 

4.  The  Carnegie  Foundation  retains  the  power  to  alter  these  rules  in 

tOBlMtAMIiie  trustees  passed  resolutions  looking  toward  U>e»d<i|itk»of  accpWbatorf  pwriy  pto^^ 
hrttaM  MeMManied  the  President's  report  on  the  new  plan,  whidi  WM  Hut  to  me  MMeM,  awian.  Ma  vaann 
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such  manner  as  expoience  may  indicate  as  derimble  lor  the  beoe^  of 
tbe  whole  body  of  teachers. 

An  actuarial  estimate  of  the  load  likely  to  accrue  year  by  year  from 
thereturement  of  these  teachers  under  the  present  rules  involves  assump- 
tifflis  of  great  uncertainly.  The  actuaries  have  little  information  to  guide 
them  ui  determining  the  rate  of  separation,  the  age  at  which  men  will 
choose  to  retire,  or  the  average  salary  thirty  years  hence.  The  records 
of  the  Foundation  show  that  there  is  a  large  drift  from  the  associated 
ooll^;es  to  the  hundreds  of  other  colleges  and  universities  in  the  United 
States  and  Canada,  and  these  records  show  also  that  a  large  proportion 
of  younger  men  go  out  of  teaching.  But  how  large  these  fiictors  we  is 
unknown.  Further,  it  is  evident  that  the  war  will  have  a  marked  effect 
on  this  situation.  Already  a  large  number  of  teachers  under  forty  have 
given  up  their  positions.  Some  of  these  will  return  to  their  places,  but 
many  will  oiter  other  callings,  or  be  distributed  among  other  colleges. 

The  only  assumptimis  tiiat  can  be  made  are  that  men  will  withdraw 
in  somewhat  the  same  proportion  as  during  the  past  five  years,  and  that 
teachers  will  avail  themselves  of  the  privilege  of  retirement  as  soon  as 
it  is  open  to  them. 

Undo:  these  assumptitxas  the  oomputatifHis  of  the  actuaries  show 
that  the  load  arising  from  the  pennons  of  these  teachers  will  steadily  in« 
crease,  reaching  its  maximum  about  thirty  years  hence,  then  diminishing, 
until  about  the  forty-fifth  year  the  annual  cost  will  approach  the  present 
inomne  of  the  Foundation.  Computations  on  this  basis  indicate  that  the 
total  sum  neoessaiy  to  be  paid  out  during  the  forty-five  years  to  carry 
out  the  present  rules  completely  in  the  cases  of  these  teachers  will  be 
$69,000,000,  in  addition  to  the  sums,  now  amounting  to  about  $700,000 
annually,  which  the  Foundation  pays  to  teachers  already  retired  and  to 
widows  of  such  teachers. 

During  the  same  pociod  tiie  income  of  the  Foundation  available  for 
such  pennons  will  be  approximately  $84,000,000.  To  carry  out  the  pres- 
ent rules  unchanged  would  require  twice  as  much  money  as  the  trus- 
tees have  at  their  disposal.  In  the  light  of  these  figures  the  expectations 
of  the  teachers,  as  formulated  by  the  commission,  were  obviously  not 
jostled  by  the  frets  of  the  atuatiim. 
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In  making  and  amwundng  the  present  rules,  the  trustees  of  the 
Carnegie  Foundation  took  pains  not  to  bind  themselves  by  promises 
which  they  might  be  unable  to  fulfil.  In  connection  with  their  ongiral 
announcement,  and  as  part  of  the  same  memorandum,  they  expUcitly 
reserved  the  right  to  make  such  changes  in  the  rules  of  retirement  as 
experience  may  indicate  as  desuraUe  for  the  benefit  of  the  whole  body 
of  teachers.  This  right  has  been  twice  e«rcised:  once  in  the  year  1908. 
by  the  extension  of  the  privileges  of  the  Foundation  to  mstr«cto«a«d 
to  widows,  and  again  in  1910  by  the  elimination  of  the  pension  hitherto 
mated  on  the  basis  of  service  alone.  These  facts  were  fully  known  to 
5,e  teachers  in  associated  institutions.  But  so  great  was  the  desire  of  the 
trustees  to  meet  every  expectation  that  had  been  crerted.  whether  fiiUy 
justified  or  not,  and  so  serious  was  their  reluctance  to  C"**^  Pf^^f 
which  had  been  mistakenly  regarded  as  promises,  that  after  fall  dehberar 
tion  the  trustees  of  the  Foundation  decided  to  ask  the  aid  of  the  Carnegie 

Corporation  in  carrying  out  the  presort  rules  upon  the  exact  terms  si^- 
gested  by  the  commission-even  tho  they  knew  Itot  the  demands  made 

upon  the  trustees  of  the  Carnegie  Corporation  were  so  great  as  to  inske 
it  doubtfiil  whether  this  request  could  be  granted  in  its  entirety.  Itas 
request,  forwarded  in  the  hrtter  part  of  May,  1917.  was  conveyed  m  the 
following  resoluticms: 

Voted-  That  the  Carnegie  Corporation  of  New  York  be  asked  to  cooperate^A  the 
Carnegie  Foundation  for  the  Advancement  of  Teaching  in  carrj^ing  out  the  reocmi- 
mendations  of  the  Conmiiflrion  in  the  following  matters : 

1.  By  enabling  the  Foundation  to  fuM  the  eipectatioDB  of  te«to 

cileges  and  universities  prior  to  the  aeventeentJi  of  Novmher,  1916.  This  wUl 
involve  a  large  but  limited  liabiKty  extending  over  a  number  of  yW  ttoertmtof 
which  will  be  clearly  indicated  by  the  actuarial  reportu  wMA  accompany  this  leeowl. 

«.  BvenaWinit  the  Foundation  to  afford  some  assistance  during  the  transition  period 
of  the  n«rttw«lty  yeam  toward  the  retiring  allowances  of  old  teachers  in  institu- 
tsona  «llkll  aienot  now,  but  may  later  be,  associated  with  the  Foundation.  At^the 
meMot  time  the  JtooDdalioa  k  d^^  the  income  of  more  than  $2,000,000  of  its 
Ldowment  to  the  payment  of  posions  to  teacbw.  not  in  the  aHomtod  inrtitu- 
tions. 

8.  By  supplying  the  capital  necessary  to  establish  the  Teachers  Insonuice  and  Abm- 
ity  Association.  The  sum  necessary  to  establish  \he  Teachers  Insurance andAnauilgr 
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In  reply  to  these  resolutums^  the  tnisfcees  of  the  C<npwation  an- 
swered, in  November  last,  that  they  had  given  earnest  study  to  the 

requests  of  the  Foundation;  they  expressed  their  appreciation  of  the 
difficult  questions  with  which  the  trustees  of  the  Foundation  have  had 
to  deal,  and  indicated  their  desire  to  sid  toward  a  wise  and  just  solution 
of  its  problrais.  In  ^ctending  such  aid,  howevar,  ike  trustees  of  tbe  Cor- 
poration stated  that  they  were  obliged  to  take  into  account  not  ahme 
the  expectations  of  the  Foundation,  but  the  needs  of  other  causes  as 
well ;  that  as  a  sound  principle  for  their  guidance  they  must  assume  that 
radi  oU%ati<»8  as  the  CoacponAion  undertakes,  whethar  mi  behalf  of 
tiie  institutimis  bearing  Mr.  Carnegie's  name  or  for  othar  ag^ides,  dudl 
be  determinate.  The  present  trustees  of  the  Corporation  did  not  feel  jus- 
tified in  mortgaging  any  large  part  of  its  income  for  an  indefinite  num- 
ber of  years.  In  the  light  of  these  general  principles,  the  trustees  of  the 
CMpwation  stated  that  such  aid  as  they  eould  ^rt;end  in  enabling  the 
Foundation  to  fnlffl  the  expectati<ms  of  teadiera  mtnst  be  expessed  m 
terms  which  are  definite,  both  as  to  amount  and  as  to  duration.  Bearing 
in  mind  these  limitations,  the  trustees  of  the  Corporation  have  agreed 
to  supply*  in  answer  to  the  request  of  the  Foundation,  thirteen  millions 
of  ddiars,  of  which  cme  miUkm  is  to  provide  capital  and  surplus  the 
Teachers  Insurance  and  Annuity  Assodation,  (me  millim  is  to  be  de- 
voted to  the  assistance  of  teachers  and  colleges  not  now  associated  with 
the  Foundation,  while  eleven  millions  shall  go  to  the  creation  of  a  re- 
serve under  the  foUowiag  ccnditions: 

1.  The  Foundation  shall  begin  at  once  the  accumulation  of  a  reserve  fund  for  the 
liquidation  of  pensicm  obligations  to  accrue  from  teachers  in  the  associated  institu-  - 
tions.  Into  this  reserve  fund  the  Foundation  shall  place  its  present  surplus  amount- 
ing to  approxiinately  one  million  dollars.  To  this  reserve  fund  the  C<»p(»ation  shall 
ooatribate  fS,OOQ»000  par  value  of  b(Hld^  any  defemd  pftym^ts  at  liie  eonvaok- 
iam  of  the  Ckifpomtion  t#  be  made  as  of  Januaiy  1,  in 

oent  TSm  naerve  is  to  be  placed  in  a  ^edal  aoootmt  bjr  the  Foondoiion,  and 
the  inoMie  from  it  added  to  the  reserve  fnmi  year  to  yei^ 

The  Corporation  shall  pay  into  the  treasury  of  the  Foundation  for  the  same  period 
often  years  $600,000  annually,  at  the  convenience  of  the  Corporation.  The  entire 
anmial  income  of  the  Foundation  not  requii*ed  in  the  judgment  of  the  trustees  for 
timpsymartofpepaienyia  to  be  carried  at  the  end  <rfgaA 
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«.  Tbe  leaerve  tbns  created  shall  be  available  at  the  end  of  ten  years  for  the  discharge 
of  the  obKgationaof  tbe  Foondatjon  as  they  may  accrue  thereafter.  Should  the  expe- 
rience of  the  next  fifteen  years  prove  ibat  some  further  adjustment  is  necessary  at 
the  period  of  maximum  load,  thirty  years  hence,  the  responsibility  for  such  adj  ust- 
ment  testa  with  the  Foundation.  9iould  ibe  reserve  prove  grwtter  than  is  demanded 
fortbis  purpose,  the  residuum  shaH  be  added  to  tbe  permanent  endowment  of  the 
Foundation  to  be  used  for  its  corporate  pui-poeea. 

This  generous  addition  to  the  resources  of  the  Foundation  will  pro- 
vide, at  the  end  of  ten  years,  a  large  reserve,  available,  principal  and 
mterest,  for  the  payment  of  pensions.  This  reserve,  together  with  the 
ineome  of  the  Foundation,  wiU  enable  the  trustees  to  expend  during  the 
next  forty-five  years  in  meeting  the  expectations  of  the  teachers  in  the 
associated  institutions  over  fifty  millioiis  of  doUus. 

Even  this  large  sum  is  not  sufficient  to  cany  out  the  present  roles 
without  some  modifications,  and  as  a  part  of  the  agreement  to  this  joint 
arrangement,  the  trustees  of  the  Corporation  attached  the  foUowmg 

cond^on:  ^  i_  a. 

"The  trustees  of  the  Carnegie  Foundatami  shaU  now  and  h»eaffcer, 

from  time  to  time  as  may  prove  necessary,  revise  thdr  rules  so  that  the 
pensions  provided  for  shaU  not  exceed  the  financial  resources  of  the 
Foundatifflu" 

The  trustees  of  the  Carnegie  Foundation  have  now  a  defimte  sum 
with  which  to  deal,  and  the  revision  of  the  rules  m  aocoidance  with  the 
agreement  with  the  Corporation  is  now  their  first  duty. 

The  general  prmciples  upon  which  this  revision  should  be  based  seem 
dear.  Men  within  measurable  distance  of  the  retirmg  age  have  expec- 
tations of  a  very  definite  character.  To  some  extent  their  plans  for  the 
future  are  founded  upon  a  retking  allowance  at  sixty-five  On  the  other 
hand,  teachers  who  are  many  years  from  retirement  have  no  such  defi- 
niteness  of  expectation,  and  have  not  altered  their  life  plans  in  the 
prospect  of  a  pension  many  ye«s  hence.  Furthermore,  younger  teachers 
wiU  obtain  thru  the  new  Insurance  and  Annuity  Association  fiur  greater 
advantages  in  the  way  of  cheap  msurance  and  annuities  than  older  men. 
From  every  consideration  of  equity,  therefore,  it  is  desirable  that  such 
revision  as  is  necessary  shall  be  so  planned  as  to  affect  the  retirement  of 
older  men  as  Httic  as  possibte  and  to  apportion 
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aUowances  of  younger  men  with  •  view  to  the  benefits  they  wiU  enjoy 
from  the  Teachers  Insurance  and  Annuity  Association. 

The  nature  and  extent  of  the  readjustment  that  must  he  made 
be  more  clearly  understood  if  the  resources  and  expectations  are  stated 
in  terms  of  "present  values" '  rather  than  m  estimated  gross  amounts 
payable  thru  a  long  term  of  years.  Stated  in  present  vahaes.  a&  of  De- 
cember 31, 1917,  the  situation  is  as  follows: 
Beaomoes  ayailaWe  for  allonwBices  in  associated  institutioivi 
Anioimt  required  to  pay  penaons  now  in  farce  «onInnnnn 
Availablefordlow«K«tolW«owinj^«i^  WOO^ 
Estimated  present  value  of  «p«tolioiis  111^  $88,000,000 

Reduced  to  its  amplest  terms,  the  problem  confronting  the  trustees  is 
to  devise  a  plan  of  retirement  for  those  now  m  service  m  the  associated 
institutions  which  will  reduce  their  obligations  by  approximately  eight 
million  doUars  (present  value),  while  meeting  reasonable  expectations  m 
the  fullest  possible  measure.  Furthermore,  it  is  the  duty  of  the  trustees 
to  propose  nowsudi  measure  of  letwaichment  as  nearly  as  it  can  be  ascer- 
tained in  order  that  equal  justice  he  done,  otherwise  the  drastic  reduc 
tions  that  may  be  necessary  fifteen  or  twenty  years  hence  wiU  be  entoely 
at  the  expense  of  men  whose  pensions  fall  in  at  a  later  date.  With  the 
aid  of  expert  actuaries  the  executive  committee  has  examined  every 
feasible  assumptionfor  bringing  the  cost  of  the  future  pension  load  within 
the  limit  of  its  known  resources.  It  has  taken  mto  consideration  aU  the 
suggestions  of  the  associated  institutions'  and  of  the  American  Asso- 
ciation of  University  Professors.'  Like  all  problems  in  which  pensions 
are  concerned,  it  is  only  partly  actuarial.  The  underlying  assumptions 
which  touch  the  questions  of  equity  and  of  avaikbiUty  to  tea«hets  are 
matters  of  general  judgment 

There  are  only  three  feasible  methods  of  reducing  the  future  cost  of 
the  esliiiiated  load:  (1)  to  cut  off  entirely  the  expectations  of  a  large 

ties,  etc.,  are  realised  in  cxp«neiicc. 

« h>  fkifl  to  Qie  mevaUh  Amytal  Report.  ^        ^.       u  „«;i^«fKv 

.!^?H*««  be  found  that  the  financial  ^sources  of  the  Fo|««WSf-;?« 

tt  an  tatSdnt  for  this  purpose  then,  of  the  varioas  ™n!«i«<»»  '?4^5^i5S2,^M  ~AaM  m»e- 
!^Ml^<S?avrtein  we  regard  a  gmdual  change  in  the  minfannai  •««<*  wtfcient  M  pernapa  mHmmim^ 
S23£?^3«nSort    ttTcoMJttoe  on  Penaion.  of  the  Anarku  AmociMim  of  Unlvendtir  PnCMMM. 
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numb»  of  teacfaen,  (2)  to  raise  the  minimum  age  of  retirement,  or 
(8)  to  cut  down  the  value  of  <iie  average  pension. 

The  first  method  has  been  rejected  as  ineqmtaUe.  It  iS  reoognircd 
that  the  financial  value  of  the  expectation  of  a  teadier  at  age  80  is  v«y 
diffiaent  from  that  of  another  teacher  at  age  60,  but  the  equity  of  the 
expectstioD,  whttkever  its  cash  value,  is  the  same.  It  would  be  entirely 
feasible  to  make  a  solution  of  the  problem  thru  either  one  or  the  other 
forms  of  reduction.  If  the  minimum  age  of  retirement  is  at  once  raised 
to  70  years,  the  problem  would  be  solved.  On  the  other  handi  the  same 
result  eaa  be  effiected  by  cutting  down  aU  retiring  aUowances  about  one- 

third.  ^  .1 

The  objection  to  the  adoption  of  either  of  tJiesemeasurej^  to  the  ex- 

elusion  of  the  other,  is  so  weighty  that  some  compromise  pl?"  is  mev- 
itable.  If  the  minimum  age  of  retirement  were  arbitrarily  raised  to  7«, 
notonly  would  such  a  radical  change  produce  much  hardship  and  dis- 
appointoent  to  tewshers.  but  *l»e  phms  of  institutions  which  have 
fixS  an  earlier  date  of  retirement  wodd  be  upset  While  the  dateat 
which  a  teacher  ought  to  retire  varies  with  the  individual,  to  ccmpA 
aU  teachers  to  wait  to  70  years  of  age  for  retirement  would  go  ftr  to 
destroy  the  value  of  the  retiring  system  both  to  the  teachers  and  to 

the  colleges.  , 

On  the  other  hand,  if  a  sweeping  reduction  <rf  aitowances  were  under- 
taken, the  burden  would  fall  with  most  distressing  effect  upon  tliose  who 
have  the  greatest  daim  to  consideration -those  who  wiH  retire  m  the 

h^h^  found  possible  to  devise  a  pUn  under  which  the  teacher 
may  either  have  retirement  at  6«  or  the  fiiU  pension,  or  such  adjustment 
between  the  two  as  may  best  suit  his  individual  needs. 

The  moment  the  matter  is  closely  examined  it  becomes  evident  that 
the  question  of  mimmum  age  at  which  retirement  may  be  had  cannot 
be  ^paiated  ffcom  that  of  the  amount  of  the  average  pension.  For  ex- 
amplCa  retiring  allowance  of  flSOO  for  man  and  wife  available  at  age 
65,  one  of  $1980  available  at  age  67,  and  one  of  $2870  available  at  age 
70  are  actiiariaUy  equivalent.  The  two  questions  cannot  be  separately 
handled  -  as  soon  as  the  amount  of  money  available  is  definitely  limited, 
a  teachCT  who  retires  at  the  age  of  70  is  equitably  entitled  to  a  larger 
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penaon  thm  he  would  have  received  had  he  retired  at  65.  He  cannot 
eqStobly  chiim  the  same  pension  at  65  that  he  could  at  70.  One  other 
consideration  must  be  reeogniaed.  The  man  within  meosawble 
of  retirement  has  expectations  of  a  very  definite  character.  To  a  oons^- 
eiable  extent  his  future  is  planned  upon  a  stated  retiring  allowance.  He 
is  too  old  to  avail  of  the  advantages  of  the  Teachers  Insurance  and  An- 
nuity Association  to  provide  an  annuity  to  supplement  his  pension.  Men 
further  away  from  retirement  have  not  fitamed  thdr  li«B  plans  upon  a 
definite  retiring  allowance  years  hence,  and  in  addition  they  can  by  very 
moderate  payment  secure  annuities  supplementing  their  pensions.  Thus 
a  man  of  45  by  payment  of  $64  a  year  could  provide  a  |1000  annmty 
available  between  the  ages  65  and  68,  or  a  man  of  80  by  payment  of  $34 
a  year  could  obtain  a  one  thousand  dollar  annuity  oontnct  avadabte 

between  65  and  70.' 

A  teacher  in  an  associated  institution  wiU,  of  course,  be  able  to  make 
such  provision  for  insurance  or  annuity  as  he  sees  fit  thru  the  Insurance 
Association,  without  prejudice  to  lus  expectation  of  a  retiring  allowance 
firom  the  Foundation. 

Careful  actuarial  analysis  of  the  problem  indicates  that  the  resources 
avaibUe  wiU  suflftce  to  support  a  system  of  retiring  allowances  for  the 
teachos  who  were  in  associated  institutions  on  November  17, 1915. 
upon  the  following  rules: 

I.  The  mmimum  age  at  which  aUowances  will  be  granted  (except  on 
the  basis  of  disability)  shall  remain  at  65. 

II.  The  maximum  allowance  available  to  a  teacher  shall  contmue 
to  be  computed  upon  the  present  formula.  Allowance  equals  one-half 

active  pay  0us  #400.  . 

III.  The  maximum  allowance  shallbe  avaikble  upon  the  present  basis 
to  all  teachers  reaching  the  age  of  65  on  or  before  June  80, 1928. 

IV.  The  maximum  allowance  shall  be  avaibble  after  June  80, 1»28, 
cm  the  following  terms: 

Between  July  1, 1988,  and  June  80, 1926,  manmum  allowance  at  66 
Betwerai  July  1, 1925,  and  June  80, 1986,  marimum  allowance  at  67 
Between  July  1, 1926,  and  June  80, 1987,  maiimum  allowance  at  68 
Between  July  1, 1927,  and  June  80, 1988,  mannnim  aHowanoe  at  09 
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V.  After  June  80, 1928,  the  marimum  allowance  shall  be  avaikble 

**  VI  For  those  whose  allowances  begin  below  the  age  at  wWi*  Hie 
maxhnum  allowance  is  available  according  to  Rules  IV  and  V  the  actual 
allowance  shaU  be  the  maximum  allowance  dimimshed  at  the  rate  ot 
one-fifteenth  for  each  year  by  which  the  age  at  ^Wch  the  ma^um  is 
available,  is  anticipated,  due  aUowance  being  . made  for  faMsbons  erf  a 

^*vil  For  those  reaching  65  after  June  30. 1923,  the  allowance  of  a 
teachei  who  is  unmarried,  or  whose  wife  is  not  living,  shaU  be  two-thirds 
of  the  allowance  as  fixed  by  the  preceding  rules.  In  t^e  ewes  of  teachere 
retiring  on  a  salary  of  $1800  or  less  this  reduction  shrfl be  15  percent. 

The  rules  framed  above  are  definite  and  simple.  Any  tea^  can  at 
once  determine  from  them  h  is  retiring  aUowance.  He  needs  to  know  only 
his  aire  and  his  active  pay  at  the  time  of  retirement. 

T^ustrate.  A  teacher  aged  57  in  May.  1918,  wiU  be  65  years  old 
in  1926.  Assume  that  he  is  married  and  that  his  salary  is  such  as  to  give 
hun  a  retiring  allowance  of  $3000  under  the  present  rute.  Under  the 
nroDOsed  plan,  $3000  would  be  his  maximum  allowance,  which  he  cottW 
Jecdvewhen  he  became  70  in  1931.  If  he  elected  to  retire  at  65, 66,  67. 
or  68,  in  1926, 1927, 1928,  or  1929.  he  would  in  each  case  anticipate  the 
maximum  by  two  years,  and  his  allowance  would  be  $2600;  rf  he  re^ 
at  69,  his  aUowance  would  be  $2800.  If  he  were  unmarried,  his  aUowance 
would  be  two-thirds  of  these  respective  amounts  at  the  correspondmg 

"^o  illustrate  again.  A  teacher  aged  50  in  May.  1918.  wUl  be  65  in  1983 
Assume  him  married  and  entitled  to  a  maximum  retmB«  allowance  of 
$3000,  available  at  70.  If  he  elected  to  retire  at  65.  his  allo^^mce  wouW 
be  12000;  at  66,  $2200 ;  at  67,  $2400 ;  at  68,  $2600 ;  at  69.  $2800  If  un- 
married, or  after  the  death  of  his  wife,  he  would  receive  two-thirds  of 
the  respective  sums  at  the  corresponding  ages. 

It  goes  without  saying  that  these  rules  are  not  adopted  with  the  ex- 
pectation  that  the  age  68, 69,  or  70  is  suitable  to  the  great  body  of  tach- 
as  a  time  of  retirement  Nor  is  it  assumed  that  the  outcome  of  this 
action  win  result  in  the  retention  of  any  huge  proportion  of  men  to 


IS 


STATEMENT  TO  THE  TEACHERS  IN 


mdk  age.       teacher  wlio  denfesto  do  so  may  retire  at  65.  Fw  those 

within  ten  ye&rs  of  retirement  the  rules  are  so  framed  that  they  may 
retire  with  small  changes  in  their  expected  allowances.  The  question 
how  long  a  teacher  shall  remain  in  service  is  <Mie  between  bim  and  his 
college. 

These  me  sasvDes  have  been  immed  upon  the  basis  ci  exbaiistave  actu- 
arial computations.  Such  estimates  necessarily  involve  many  assump- 
tions, and  the  statement  of  the  result  in  dollars  gives  a  fallacious  impres- 
aon  of  accuracy.  It  is  imposaUe  to  f<»ecast  absolutely  the  rate  of  in- 
tetest  oFer  long  periods*  the  fate  of  aefMntion,  the  result  ci  changes 
brought  about  by  the  war, — all  weighty  ftctors.  The  estimates  are  be- 
lieved to  be  conservative  in  the  sense  that  they  have  taken  into  account 
all  sources  of  expense.  The  next  five  years  may  show  a  situation  that 
may  make  possible  a  more  liberal  scale  fat  the  future. 

It  must  be  dearly  understood  that  the  trustees  of  tiieFoundalaon  have 
a  stated  amount  with  which  to  deal,  and  if  the  experience  of  the  next 
five  or  ten  years  shows  a  wide  variation  from  the  assumed  conditions, 
they  may  be  compelled  to  make  such  changes  as  may  bring  the  expendi- 
tures within  thdr  resources. 

While  the  income  of  the  Foundation  will  tiras  be  devoted  for  many 
years  to  come  to  the  payment  of  pensions  to  teachers  in  the  associated 
colleges,  the  endowment  itself,  consisting  of  fifteen  millions  of  dollars, 
will  remain  intact.  It  will  devolve  upon  the  trustees  of  the  Carnegie 
Foundation  of  the  next  generaticm  to  determine  how  thqr  can,  at  that 
time,  best  use  the  income  of  tiiis  endowment  in  carrying  out  the  objects 
designated  by  Mr.  Carnegie  in  his  letter  of  gift  and  embodied  in  the 
Act  of  Congress  incorporating  the  Foundation. 

The  gift  of  the  Founder  of  this  instituticm  was  omiceived  in  the  most 
generous  spirit.  It  has  enabled  hundreds  of  college  teachers  grown  old 
in  service  to  retire  in  comfort  and  security.  As  a  permanent  solution  of 
the  problem  of  the  protection  of  teachers  from  the  risk  of  dependence, 
the  plan  origuially  adopted  by  Mr.  Carnegie  and  by  the  trustees  of  the 
Foundation  was  insuffidaait  It  has  served  its  purpose.  The  real  gain  to 
colleges,  both  of  the  associated  list  <^  institutimis  and  of  those  not  so 
related,  lies  in  the  fact  that  the  pension  problem  has  been  worked  out 
and  its  solution  provided  for  upon  a  basis  that  is  reasonable,  soimd,  and 
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endurinir.  For  fifty  years  to  come  the  Foundation  will  devote  its  mcome 
and  iteaccumulatod  reserve  to  tiie  folfilment  of  the  expectations  of 
the  teachers  admitted  to  tiie  benefits  provided  under  the  old  plan.  1  he 
solution  of  this  question  that  has  finally  been  reached  is  PO»*f 
bv  tiie  generous  aid  of  the  Carnegie  Corporation.  It  is  regarded  by  high- 
,4ided  and  tiioughtM  men  looking  at  the  matter  from  a  detached 
and  disinterested  point  of  view  as  a  ftir  and  generous  ftilfilment  of  the 
expectations  of  these  teachers.  It  is  bdieved  tiiat  it  will  be 
by  the  teachers  tiiemselves.  The  obUgations  in  tiiis  matter  do  not  toe 
whoUy  witii  tiie  trustees  of  tiie  Carnegie  Foundation.  There  are  also  obh- 
gatiom  upon  tiie  teaehers  and  the  coUeges  who  have  been  for  twelve 
years,  andwh6  will  continue  to  be  for  seventy-five  years  to  come,  tiie 
Jhief  beneficiaries  of  the  trust.  The  common  obligations  of  tirustoM  Mid 
beneficiaries  have  perhaps  been  nowhere  better  stated  tiian  m  the  fol- 
lowing words  from  the  President  of  the  American  Association  of  Um- 
versity  Professors  in  his  pwridential  address  of  last  year: 

"The  founder's  idea  was  a  noble  and  unique  one;  himsetf  and  his 
trustees  are  entitled  to  our  heartiest  gratitude  and  cordial  sym- 
pathy. The  grumbling  and  even  hostile  attitude  sometimes  ex- 
Uitid  is  not  justifiable.  All  parties  can  and  should  approach  the 
subject  in  a  spirit  of  desire  for  frank  exchange  of  views  and  of  mu- 
tu2  support . . .  The  sitiiation  at  the  outset  was  novel ;  the  enter- 
nrise  wasin  some  degree  inevitably  experimental  and  alterable.  The 
Sees  were  and  a^mo«dly  entitied  to  make  such  changes  as  may 
^Tabsolutely  necessary;  the  propriety  of  fulfillmg  natural  ex- 
J^tions  of  beneficiaries  being  as  obvious  to  the  trustees  as  to 
Shers.  Whatever  change  of  plan  isproposed  ^^P^^y^^i^ 
its  adoption  upon  tiie  just  and  enhgfctened  judgment  of  tiie  trus- 
tees after  fiill  ddiberation." 

The  preset  memonmdum  aims  to  set  before  tiie  teachere  of  the  as- 
sociated colleges  the  principles  upon  whi«*  tiie  tnistocs^  tiie  Canie^ 
Foundation  and  of  the  Carnegie  Corporation  have  acted, and  tomake 
dear  to  teachers  of  all  ages  the  exact  nature  of  the  security  underlying 
tiieir  expectations.  It  is  not  intended  to  answer  in  detail  the  questions 
pertainingto  each  individual  The  Teachers  Insurance  and  Annuity  As- 
sociation will  be  incorporated  as  soon  as  tiie  oommitt»«  *PP<«^*~^ 
the  actuarial  societies  have  made  their  suggestions  available,  reac&en 


»the  colleges  of  the  United  States  and  Canada  cau  then  obt|ib  from 
tile  actuary  of  the  AsBociatKHi  ML  dAtaiyi  asrto  kisimtaoeand  anBlitties, 
as  well  as  any  advice  they  may  desire  as  to  the  poMd^  stiited  to  iUffirid* 

ual  circumstances.  In  the  Twelfth  Annual  Report  of  the  Foundation, 
now  going  thru  the  press,  the  plan  of  the  Teachers  Insurance  and  Aii- 
nmty  Associaticm  is  fully  explained.  The  trustees  of  the  Canute  FouiU' 
datii^n  meet  in  the  latter  pwt  of  April  to  restati;^!^  roieb  for  luture 
admission  of  institutions  to  the  associated  lii^  as  aflfeeted  by  the  esti^ 
lishment  of  the  Teachers  Insurance  and  Annuity  Association.  It  will  be 
understood  that  the  Carnegie  Foundation  and  the  Teachers  Insurance 
and  Annuity  A^5Sdciati<m>ofAmmea  are  entirel]^  distinct  otganimtiom 
und^  separate  bbaids  of  1ara$tees,--<4befomeriB  t^  law  a 

charitable  institution  operating*  under  a  charter  issued  by  the  Congress 
of  the  United  States;  the  latter  in  the  eyes  of  the  law  an  insurance  com- 
pany operating  under  a  charter  granted  by  the  State  of  JJew  York  and 
subject  to  the  scrotal^  of  the  Sta*e>B€fMU^B^^ 
the  same  manner  as  any  other  insurance  company. 

By  direction  of  the  Trustees  of  the  Carnegie  Foundation: 

'NiCHoi^s'  Murray  Butlkk 
-      '     i      •  Adttficr  A.  Franks 
AsTHuit  T.  Hadley 

ALEXA^^0Ba  C;  H0IIPHKKYS 

Hsimr  S.  Perchbtt 
Jacob  G.  Schubhan 
.  BiAKK  A.  VAmnu^ 
^  '  Eaecuiive  d^mUtee* 
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